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The Operating Budget for Fiscal Year 2008-09 totals $195.2 million, with revenues for the year 
estimated at $199.1 million.  General Fund revenues are estimated at $120.7 million and 
budgeted expenditures are $118.3 million.  
 
REVENUE 
 
The following table shows the total operating revenues the City anticipates receiving for FY 
2007-08, as well as those estimated for FY 2008-09.   
 

REVENUE SUMMARY 
BY FUND TYPE 

(in Millions) 

FUND 
PROJECTED 

2007-08 
ESTIMATED 

2008-09 
$ 

CHANGE 
% 

CHANGE 
GENERAL FUND  $ 120.2  $ 120.7  $ 0.5  0.4% 
SPECIAL REVENUE 12.3   11.2   (1.1)  (8.9%) 
ENTERPRISE 40.4   47.7   7.3  18.1% 
INTERNAL SERVICE 15.9   15.7              (0.2)  (1.3%) 
REDEVELOPMENT 3.8   3.9   0.1  2.6% 
     
TOTAL  $ 192.6  $ 199.2  $ 6.6  3.4% 

 
Revenue estimates for the Operating Budget indicate that the City will receive a total of $199.2 
million, a 3.4% increase over the prior year.  The majority of the increase of $6.6 million is in the 
Enterprise Funds due to the proposed water and wastewater rate increases.  More information 
on the City’s revenue sources can be found in the discussion that follows. 
 
General Fund 
 
General Fund revenues provide a representative picture of the local economy.  These revenues 
are of particular interest as they fund basic City services such as police, fire, library, street and 
park maintenance, and recreation programs.  The table below shows a summarized outlook for 
the major General Fund revenues. 
 

SIGNIFICANT GENERAL FUND REVENUES 
(in Millions) 

  PROJECTED ESTIMATED $ % 
FUND 2007-08 2008-09 CHANGE CHANGE
PROPERTY TAX  $ 47.8  $ 50.3 $            2.5 5.2%
SALES TAX  28.5  28.5 0.0 0.0%
TRANSIENT OCC. TAX  13.6   14.8 1.2 8.8%
FRANCHISE TAXES  4.9  5.0 0.1 2.0%
BUSINESS LICENSE TAX  3.1  3.1 0.0 0.0%
DEVELOPMENT REVENUES  3.9  2.9 (1.0) (25.6%)
ALL OTHER REVENUE  18.4  16.1 (2.3) (12.5%)
          
TOTAL  $ 120.2   $ 120.7  $           0.5 0.4%

 
The economic uncertainty discussed in the Budget Overview section is causing the General 
Fund revenues to remain relatively flat for FY 2008-09.  Several of the largest revenue sources 
in the General Fund are impacted by the fluctuations in the economy.  In addition, the housing 
crisis is not only impacting Property Taxes, it is also affecting Sales Taxes and development 
related revenues.  This upcoming fiscal year it is expected that property taxes will grow to over 



2008-2009 OPERATING BUDGET OVERVIEW   
 

 B-2 

Property and Sales Tax Revenues

0

10

20

30

40

50

60

20
02

20
03

20
04

20
05

20
06

20
07

20
08

e
20

09
e

Fiscal Year

$ 
M

ill
io

ns Sales Tax
Property Tax

Sales Tax by Category

Business
15%

Retail
33%

Food
14%

Construction
2%

Transportation
36%

$50 million, a 5.2% increase over the projection for FY 2007-08.  This includes a 5% estimated 
increase in assessed valuation as provided by the County Assessor in May 2008, as well as a 
conservative assumption for new development.  
 
Property taxes tend to lag behind the rest of the economy, as the tax for the upcoming fiscal 
year is based on assessed values from the previous January.  Thus, the taxes to be received for 
Fiscal Year 2008-09 are based on values as of January 1, 2008.  Sales taxes react much 
quicker to changes in the economy and therefore will typically grow faster in a good economy, 
but also drop off faster as the economy cools. 
 

Property taxes also have 
a cap on how fast they 
can grow.  This is due to 
Proposition 13. Propo-
sition 13 was adopted by 
the State in 1978. This 
proposition limits the 
growth in assessed values 
(and thus property taxes) 
to no more than 2% per 
year. The value upon 
which the tax is based is 
only increased to the full 
market value upon the 
sale of the property.  
Thus, property taxes tend 

to grow slowly unless there is a significant amount of housing activity.  In previous years, we 
have seen a robust growth in property taxes due to new developments, a large number of 
resales within the City spurring revaluation of the parcels, and double-digit growth in housing 
prices.  As the economy slows, housing prices decline, and the City approaches build-out, the 
growth in property taxes is expected to moderate. 
 
Sales taxes are expected 
to total $28.5 million for FY 
2008-09, the same as FY 
2007-08 projections.  These 
projections assume that the 
slow economy, high 
gasoline and diesel prices, 
as well as high food costs, 
will result in no growth in 
sales tax.  The City of 
Carlsbad has many car 
dealerships which generate 
approximately $6.0 million 
of sales tax each year.  Car 
sales have slowed during FY 2007-08 and are expected to remain slow during FY 2008-09.  In 
addition, retail comprises over 33% of the sales tax generated in Carlsbad and with a slow 
economy and lower consumer confidence, it is anticipated there will be less discretionary 
purchases.   
 
Several years ago, the State of California implemented the “Triple Flip.”  The “Triple Flip” is 
essentially a temporary swap of a ¼ cent of the cities’ sales taxes in return for property tax.  It 
was done in order to give the state a revenue source against which they could issue deficit 
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reduction bonds. The City’s sales tax estimates continue to show this amount as sales tax since 
the amount is reflective of what the City would receive.     
 
As can be seen in the chart on the previous page, the City’s sales tax base is heavily weighted 
in the transportation (predominantly new car sales) and retail sectors.  These two sectors make 
up approximately 69% of the City’s sales tax base and are negatively impacted by a slow 
economy. 
 
Sales tax estimates also include approximately $900,000 that is restricted to spending on public 
safety services under Proposition 172.  Proposition 172 requires that the one-half cent increase 
in California sales taxes be allocated to local agencies, to fund public safety services.  
  

The third highest General 
Fund revenue source is 
Transient Occupancy Taxes 
(TOT or hotel taxes) 
estimated at $14.8 million for 
FY 2008-09, an increase of 
8.8% over FY 2007-08 
estimates.  Three hotels were 
opened during FY 2007-08 
including the Sheraton 
Carlsbad Resort and Spa, 
Homewood Suites and 
Hampton Inn.  These 
additional hotel rooms are 
expected to contribute to the 
growth in TOT revenues.  It is 
unclear whether the economic 

slowdown will negatively impact the TOT revenues.  In previous recessions, visitors continued 
to visit Carlsbad but they traveled by cars rather than planes.  Given the US dollar’s weakness 
compared to other international currencies, the United States is a relatively inexpensive place to 
visit.  The City may see less local travel due to higher gas prices and the slow economy, and 
may see more international travelers due to the relatively weak U.S. dollar.       
 
It is expected that Fiscal Year 2007-08 will end the year with about $13.6 million in TOT 
receipts, a 5% increase from FY 2006-07.  Growth is expected to be moderate going into FY 
2008-09, with 1.0% assumed for the base growth.  In addition to the base growth, three hotels, 
the Sheraton Carlsbad Resort and Spa, Hampton Inn and Homewood Suites, opened during FY 
2007-08 and the City will receive a full year of their taxes in FY 2008-09.  The combination of 
the base growth and the three new hotels results in an estimated 8.8% growth over FY 2007-08 
projections.    
 
One of the more volatile General Fund revenues is the Franchise tax.  Franchise taxes are 
paid by certain industries that use the City right-of-way to conduct their business. The City 
currently has franchise agreements for cable TV service, solid waste services, cell sites, and 
gas and electric services.  The cable and solid waste franchises have been growing along with 
the growth in population and changes in their rate structures. These franchise revenues are 
projected to remain relatively flat in FY 2008-09.  The large fluctuations in franchise taxes has 
come from the taxes on gas and electric services, which are paid by San Diego Gas and 
Electric (SDG&E).   
 
SDG&E pays franchise taxes for the use of the public land over which they transport gas and 
electricity.  The City also receives an “in-lieu” franchise tax based on the value of gas and 
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electricity transported on SDG&E lines, but purchased from another source.  The “in-lieu” tax 
captures the franchise taxes on gas and electricity that is transported using public lands but 
which would not otherwise be included in the calculations for franchise taxes, due to 
deregulation of the power industry. The majority of the “in-lieu” taxes received is attributable to 
Cabrillo Power, the operator of the Encina power plant, based on the gas used in the generation 
of electricity. 
 

The FY 2008-09 forecast 
essentially predicts the same 
amount of SDG&E franchise 
revenue as the previous year. 
 
Development-related revenues 
include planning, engineering and 
building permits, and fees paid by 
developers to cover the cost of 
reviewing and monitoring 
development activities such as 
plan checks and inspections.  
These revenues are difficult to 
predict, as many of the planning 

and engineering activities occur months or years before any structures are actually built.   
 
Development-related revenues have been declining during Fiscal Year 2007-08 due to the slow 
down in the economy especially the softening in the real estate market.  For the FY 2008-09 
budget, the development-related revenues are anticipated to continue to decline as a result of 
the economy and real estate market.  For FY 2006-07 there were 472 units permitted for 
residential housing.  For FY 2007-08 approximately 339 residential units have been permitted.  
For FY 2008-09, 193 permits are projected to be issued for residential housing.  The 
commercial and industrial building activity remained strong for FY 2006-07 however, it too has 
slowed in FY 2007-08 and is expected to continue slowing in FY 2008-09.  A 25% decline in 
building related revenue is projected for next year, this is in addition to a 13% decline from FY 
2006-07 to FY 2007-08.   
 
Business license taxes are closely tied to the health of the economy and are projected to 
remain relatively flat at an estimated $3.1 million.  There are currently about 8,500 licensed 
businesses in Carlsbad, with over 2,500 of them home-based.   
 
All other revenues include vehicle license fees, transfer taxes, interest earnings, ambulance 
fees, recreation fees, and other charges and fees.  The estimate for Fiscal Year 2008-09 totals 
$16.1 million, a $2.3 million decrease from Fiscal Year 2007-08, due mainly to a one-time 
reimbursement ($1.0 million) received from the Federal Highway Administration in FY 2007-08 
for the 2005 winter storm damage in the City, as well as a reduction in several other 
intergovernmental charges due to the economic slowdown.   
 
Transfer taxes are those taxes paid to the county upon the transfer of interests in real estate. 
The tax is 55 cents per $500 of property value, and is split equally between the county and the 
City.  Carlsbad expects to receive approximately $800,000 in transfer taxes for FY 2007-08, and 
about the same in FY 2008-09.  Income from investments and property includes interest 
earnings, as well as rental income from City-owned land and facilities. The City is expected to 
earn about $3.0 million in interest on its General Fund investments for Fiscal Year 2008-09.  
 
Overall, General Fund revenues are expected to be relatively flat with little or no growth.  This 
lack of growth is due to the economic uncertainty as well as the soft housing market.  Although 
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the City experienced revenue growth between 9% and 17% in the late 1990’s, it was not 
sustainable growth. Much of those increases were due to the opening of new hotels, 
restaurants, retail centers, and new home development.  As the City matures, it will be 
increasingly more difficult to produce double-digit growth in revenues.  With the current 
economic slow down, limited revenue growth is anticipated over the next two to three years with 
the City returning to 4% to 6% growth rates for revenue in the future.   
 
Other Funds  
 
Revenues from Special Revenue funds are expected to total $11.2 million in FY 2008-09, a 
$1.1 million decrease from FY 2007-08.  The types of programs supported within Special 
Revenue funds are those funded by specific revenue streams such as: 
   
• Grants (Section 8 Rental Assistance, Community Development Block Grants, COPS Grant) 
• Special fees and assessments (Affordable Housing, Maintenance Assessment Districts) 
• Donations (Library, Cultural Arts, Recreation and Senior Donations) 
 

The most noteworthy change in 
the Special Revenue funds 
occurred in the Affordable 
Housing Trust Fund.  Estimated 
revenues decreased $1.0 
million from FY 2007-08.  The 
Housing Trust Fund was set up 
to provide funding for the City’s 
affordable housing programs.  
Revenues come from 
inclusionary housing fees, 
interest on cash balances, and 
payments on affordable 

housing loans.  Most affordable housing loans to developers are set up so that payments are 
only due when funds are available from the project and loans to individual homeowners are 
usually not due until the home is sold; therefore, repayments are difficult to predict.  For FY 
2007-08, the City expects to receive about $640,000 in repayments.  For FY 2008-09, only 
$75,000 has been estimated for loan repayments, as this revenue source is uncertain and so far 
only $75,000 is scheduled for repayment in FY 2008-09.  The rest of the fund’s revenue 
decrease is due to a state grant in the amount of $400,000 received in FY 2007-08 for the 
Hunter’s Pointe apartment project.  There are no grants budgeted for FY 2008-09. 
 
Enterprise fund revenues for FY 2008-09 are projected at $47.7 million, an increase of $7.3 
million over current year projections. The increase in revenues is due to the proposed rate 
increases for Water and Wastewater funds.  Enterprise funds are similar to a business, in that 
rates are charged to support the operations that supply the service. Carlsbad Enterprise funds 
include the water, recycled water, wastewater services, and solid waste management. 
 
The Water Enterprise Fund shows a significant increase in revenues of 21% over the previous 
year.  A 20% increase in water rates is recommended in order to pay for rising water costs, 
passed through from the San Diego County Water Authority and Metropolitan Water District.  In 
addition to purchased water costs, the City’s cost to maintain its aging infrastructure has risen.   
It is estimated that the average increase to a household will be approximately $9.26 per month 
(fixed + variable). Even with these increases, Carlsbad’s water rates are still among the lowest 
in the region as reflected in the chart below.   
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A rate increase is also being recommended in the Wastewater Enterprise fund of 9%.  This will 
raise the base residential rate from $16.20 to $17.65 per month.  Even with the proposed rate 
increase, Carlsbad’s sewer rates are also still among the lowest in the region.  
 
Internal Service funds show estimated revenues of $15.7 million for FY 2008-09, a decrease of 
1.3% or $200,000 from FY 2007-08 projections.  Internal Service funds provide services within 
the City itself, and include programs such as the self-insurance funds for Workers’ 
Compensation and Liability, as well as Information Technology and Vehicle Maintenance and 
Replacement.  Departments pay for services provided by these funds; therefore, the rates 
charged for the services are based on the cost to provide the service.  The goal of the Internal 
Service funds is to match their budgeted expenses with charges to the departments, after 
allowing for a certain level of reserves within the fund.   
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Redevelopment revenues are expected to total $3.9 million in the upcoming year, an increase 
of 2.6% or $105,000 over the projections from the previous year.  This increase is the result of a 
slight increase in property tax increment revenues collected for the Village and South Carlsbad 
Coastal project areas. 
 
EXPENDITURES  

 
The City’s Operating budget for FY 2008-09 totals $195.2 million, which 
represents an increase of $8.0 million, or 4.3%, over the adopted FY 2007-08 
budget.  The changes in each of the City’s programs will be discussed below. 
 
Budgetary Policies 

 
The theme behind this year’s budget development was to create a long-term plan for a balanced 
budget given the slowdown in the economy and the economic uncertainty.  Departments were 
asked to have slow, managed and prudent budget growth to match the slowing economy.  
Departments were also encouraged to identify and propose budget efficiencies where possible.  
While the forecast shows expectations for a balanced budget in the future, the City also has a 
large capital program underway which will add additional pressure to the budget as the facilities 
are opened and need operation and maintenance.  With the downturn in the economy, it is 
important to keep an eye focused on the future to ensure the City remains in good financial 
health.  To achieve that end, the following policies were set: 
 

• Maintain current service levels. 
• No growth in maintenance and operations for FY 2008-09 unless for a new facility. 
• No new programs will be considered unless required under a legal mandate. 
• Identify new revenue generation opportunities. 
• Carefully review open positions prior to filling. 
• New positions will be limited to only those necessary to operate and maintain new 

facilities. 
• Budget requests for one-time funding to implement specific goals will be considered.  
• Generally, be prudent in budgeting.  Consider cost containment measures and budget 

discretionary items at minimum levels. 
 
The City uses an “Expenditure Control Budget” (ECB) process in budgeting.  In the ECB 
approach, each department is given a block appropriation containing sufficient funds to provide 
the current level of services for the upcoming year.  As Carlsbad is a growing city, the block 
appropriation should contain sufficient funds to pay for inflationary increases as well as growth 
in the customer base.  Every year the block is increased by an index for growth and inflation.  
However, for FY 2008-09, maintenance and operation remained at the FY 2007-08 levels due to 
the slower economy.  No additional appropriations are expected during the year except in the 
case of a significant unanticipated event.  Amounts that are unspent at the end of the fiscal year 
will be carried forward to the new fiscal year.  At the end of FY 2007-08, the amounts carried 
forward by each department will be capped at no more than 10% of the previous year’s adopted 
budget. 

Budgeted Expenditures 
 
Through the application of these guidelines and policies, the FY 2008-09 Operating Budget of 
$195.2 million was developed.  The FY 2008-09 Operating Budget includes three new full-time 
employees:  one Custodian and 0.5 Park Maintenance Worker in Public Works, a 0.5 Systems 
Administrator I in Information Technology, and the reclassification of a 1.0 limited-term 
Management Intern to a full-time Management Analyst in the City Manager’s office. 
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The net decrease in hourly staff totaled approximately 2.51 full-time equivalents (FTE). These 
changes result in a City workforce of 714.25 full and three-quarter time employees and 137.83 
hourly FTE.  The staffing changes are discussed below in New Facilities. 
 
New Facilities 
 
The City has a large number of major capital projects scheduled to be built over the next five 
years.  As the City completes these projects, the costs of maintaining and operating the facilities 
are added to the Operating Budget.   The new Library Learning Center and seven new tennis 
courts at Poinsettia Park are both anticipated to open in August 2008.  The Public Works 
Department has requested one Custodian and 0.5 Park Maintenance Worker and the 
Information Technology Department has requested a 0.5 Systems Administrator I to maintain 
and operate the new facilities in FY 2008-09. 
 
Budget by Fund Type 
 
This table below shows the changes in the proposed operating budget for FY 2008-09 
compared to the adopted budget for Fiscal Year 2007-08.  
 

BUDGET EXPENDITURE SUMMARY 
BY FUND TYPE 

(in Millions Rounded) 
 
FUND 

BUDGET 
2007-08 

BUDGET 
2008-09 

$ 
CHANGE 

% 
CHANGE 

GENERAL FUND  $ 116.5  $ 118.3  $ 1.8 1.6%

SPECIAL REVENUE   10.5   11.3    0.8  7.6%

ENTERPRISE   45.2   48.3   3.1  6.9%

INTERNAL SERVICE   13.0   15.2   2.2  16.9%

REDEVELOPMENT   1.9   2.0   0.1  5.3%

TOTAL  $ 187.1  $ 195.2  $ 8.0  4.3%
 
The General Fund contains most of the discretionary revenues that finance the basic core of 
City services.  However, this should not diminish the importance of the other operating funds, as 
they also contribute to the array of services available within Carlsbad. The remainder of this 
section will provide more information about the proposed budgeted expenditures by fund and 
program. 
 



2008-2009 OPERATING BUDGET OVERVIEW   

B-9

General Fund 

The total budget for the 
General Fund is $118.3 
million, which is 1.6% more 
than the previous year’s 
budget of $116.5 million.  As 
can be seen in the table to 
the right, the increase is 
mainly due to the increase in 
personnel costs which are 
offset by a decrease in 
capital outlay requests for 
FY 2008-09.

Personnel costs make up approximately 65% of the General Fund budget so any changes in 
these costs can have a significant effect on the total budget. Approximately $140,000 of the 
additional personnel costs are for the new proposed positions in FY 2008-09.  Due to labor 
contracts with the City’s employee groups, much of the remaining cost has been previously 
determined.

The table to the left 
shows the breakdown 
of personnel costs for 
the General Fund.  
Salaries include full and 
part-time staff costs 
and increased $2.0 
million from the prior 
year. Benefits make up 
the remainder of the 
personnel costs. This 
year there is also a 

slight decrease in the projected Workers’ Compensation costs due to decreased projected 
claims. 

M & O stands for Maintenance and Operations.  This category contains the funds for all 
program expenses other than personnel or capital outlay.   

Capital Outlay includes budgeted equipment purchases over $1,000.  Capital outlay over 
$10,000 is further detailed in the Appendix.  These amounts vary from year to year depending 
on the program needs. 

Transfers are amounts anticipated to be transferred from the General Fund to another fund at 
the City.  The transfers included in this year’s budget are to the following funds: 

$7.8 million to the Infrastructure Replacement Fund - for major maintenance and 
replacement of City infrastructure.  This represents 6.5% of the General Fund Revenues, 
consistent with FY 2007-08. 

$90,000 to the Hosp Grove Debt Service Fund – for debt service on bonds issued to 
purchase Hosp Grove.  Hosp Grove was originally a grove of eucalyptus trees.  It has 
since been developed into a nature park containing trails and a tot lot.  The final debt 
service payment for this bond issue is due August 2008; therefore this is the last year for 

GENERAL FUND SUMMARY 
BY EXPENDITURE TYPE 

(in Millions) 

  BUDGET BUDGET $ % 
  2007-08 2008-09 CHANGE CHANGE 
PERSONNEL  $      74.2  $      76.8  $        2.6        3.5% 
M & O          33.1          33.4            0.3       0.9% 
CAPITAL OUTLAY            1.0            0.1          (0.9)       (90.0%)
TRANSFERS            8.2            8.0          (0.2)         (2.4)%
TOTAL  $    116.5  $    118.3  $       1.8         1.6% 

GENERAL FUND  
PERSONNEL COSTS 

(In Millions) 
  BUDGET BUDGET $ % 
  2007-08 2008-09 CHANGE CHANGE
SALARIES  $          51.3   $          53.3  $            2.0          3.9%
HEALTH INSURANCE                6.3                 6.3                0.0          0.0%
RETIREMENT              13.9               14.7                0.8          5.8%
WORKERS COMP                1.6                 1.3              ( 0.3) (18.8%)
OTHER PERSONNEL                1.1                 1.2                0.1          9.1%
TOTAL  $          74.2  $          76.8  $            2.6          3.5%
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this transfer from the General Fund. 

$1.1 million to the Information Technology Internal Service Fund – this is a transfer of 
previously budgeted non-departmental contingency to be used to purchase new capital 
equipment.

$170,000 to the Cultural Arts Donations Special Revenue Fund – this is a transfer of 
previously donated funds which were being held in the General Fund.  These donations 
will now be accounted and expended from this Special Revenue Fund. 

Advances are amounts anticipated to be transferred from the General Fund to another City fund 
and are expected to be repaid to the General Fund in future years.  The advances included in 
this year’s budget are to the following funds: 

 $321,000 to the Median Maintenance Special Revenue Fund.  This advance is needed 
to cover a cash shortfall since yearly assessments collected from property owners do not 
cover operating expenditures.

 $1.3 million to the Golf Course for operations.  The Golf Course is a new facility and 
there is very little history to support the budget development.  The Golf Course’s budget 
and financials are on a calendar year basis.  For calendar year 2008, the Golf Course is 
projecting that revenues will be approximately $400,000 less than anticipated.  This is 
primarily due to the economic slowdown and the poor weather.  As a result of the 
economy, there is less revenue being generated through green fees than anticipated.  
The Canyons Restaurant, which is performing better than anticipated, is helping to 
compensate for the loss of golf revenues.  In addition to the $400,000 additional shortfall 
for calendar year 2008, the budget advance includes approximately $900,000 for the 
estimated calendar year 2009 shortfall.  The projected shortfall is primarily due to the 
habitat maintenance and monitoring requirements at the golf course.  This is just an 
estimate as the 2009 budget will not be developed until the fall of 2008.    

 $136,000 from the Stormwater Fund to the General Fund to repay a prior advance. 

Another way of looking at the General Fund budget is by program.  The chart below compares 
the recommended FY 2008-09 budget to the amounts adopted in the previous year.  The 
significant changes are noted below. 

GENERAL FUND  EXPENDITURES
BY MAJOR SERVICE AREA

(in Millions)
BUDGET BUD GET $ %

FUND 2007-08 2008-09 CHANGE CHANGE
POLICY/LEADERSHIP 4.7$               4.8$               0.1$               2 .1%
ADMINIST RATIVE SERVICES 7.9                 7.6                 (0.3)                (2 .5%)
PUBLIC SAFETY 43.1               44.7               1.6                 3 .7%
COMMUNITY DEVELOPMENT 8.5                 8.1                 (0.4)                (4 .7%)
COMMUNITY SERVICES 17.2               18.1               0.9                 5 .2%
PUBLIC W ORKS 23.1               23.3               0.2                 0 .4%
NON-DEPARTMENTAL 9.8                 9.4                 (0.4)                (4 .1%)
CONTINGENCY 2.2                 2.3                 0.1                 4 .6%

TOTAL 116.5$           118.3$           1.8$               1 .6%
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• The Policy/Leadership Group includes all elected officials and the City Manager’s Office.  
The 2.1% increase from FY 2007-08 to FY 2008-09 is primarily due to cost of living 
adjustments in salary and benefit costs. 

 
• The 2.5% decrease from FY 2007-08 to FY 2008-09 in Administrative Services is 

primarily due to $150,000 that was budgeted in the previous fiscal year for a Financing 
City Services goal.  There are no goals with fiscal impact budgeted for Administrative 
Services in FY 2008-09. 

 
• The 3.7% growth in Public Safety reflects the negotiated increases in personnel costs.   
 
• In the Community Development area, the 4.7% 

decrease is due mainly to approximately $600,000 
that was added in FY 2007-08 for start up costs for the 
Habitat Management Program.  Only $150,000 is 
being requested for ongoing costs in FY 2008-09 
which is a $450,000 reduction. 

 
• Community Services includes Recreation, Library and 

the Arts.  The 5.2% increase reflects negotiated 
personnel increases and the costs associated with the 
opening of the Library Learning Center which include 
increased IT chargebacks related to the addition of a 0.5 Systems Administrator and 
maintenance charges on new equipment.   

 
• Public Works shows an overall increase of 0.4%.  The increase reflects the addition of 

1.5 new positions for new facilities, as discussed earlier, general personnel increases, as 
well as the impact of the additional operating costs associated with opening the Library 
Learning Center and Poinsettia Park tennis courts.  

 
• Non-departmental expenses include the transfers previously discussed as well as 

administrative and other expenses not associated with any one department.    
 

• The Council Contingency account is available to the City Council for unanticipated 
emergencies or unforeseen program needs during the year.  It is budgeted at $2.3 
million, or approximately 2% of the FY 2008-09 General Fund Budget, which is 
consistent with the $2.2 million budgeted in the prior fiscal year.   During FY 2007-08, 
Council has authorized $1.3 million of these funds to be spent on various items 
including: purchase of a fire rescue ambulance, City Manager recruitment expenses, 
review of NRG’s proposal to construct a new power plant and emergency repair work on 
the Tamarack Avenue sink hole. 

 
Changes in Other Funds 
 
Special Revenue funds, at $11.3 million, are up 7.6% from last year.  This increase is due to 
the planned capital purchase of a Police mobile command post in the amount of $250,000 from 
the Asset Forfeiture Fund, the purchase of television equipment for $200,000 in the new Local 
Cable Infrastructure Fund and the remaining amount can be attributed to an increase in 
Community Development Block Grant program spending.  The Local Cable Infrastructure Fund 
is a new fund created in FY 2007-08 in order to account for revenues and expenditures for the 
public education portion of cable franchise fees received.  Previously these funds were 
controlled by the Carlsbad Community Television Foundation.  
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Enterprise funds total $48.3 million, which is an increase of $3.1 million over the FY 2007-08 
budget. The most significant change is in Water operations.  The combined fixed and variable 
cost of water purchased from the San Diego County Water Authority is projected to rise over 
13% this next fiscal year. In addition, maintenance of Carlsbad’s growing utility infrastructure is 
also driving up the cost of this enterprise. 
 
Wastewater operations increased from the current year budgeted amount due to higher costs of 
operating the Encina Wastewater plant, higher depreciation expense from the addition of 
completed facilities to the inventory, and continued implementation of the Waste Discharge 
Requirement Program (WDR).  The WDR Program requirement is a result of an Order issued by 
the State Water Resources Control Board for the purpose of ensuring that overflows from the 
sanitary sewers are reduced statewide.  This is an unfunded state mandate.  In order to comply 
with this mandate, partial funding for additional staff and equipment were added to the FY 2007-
08 operating budget, and ongoing funding is being provided. 
 
The Internal Service funds budgets increased in total by approximately $2.2 million, or 16.9%. 
The Internal Service funds are self-supporting through user charges.  Changes occurred in a 
number of these funds: 
 

• The Workers’ Compensation Fund budget was decreased by an estimated $200,000 
from FY 2007-08.  This decrease reflects projections that settlements will continue to 
decrease from previous years and claims will remain at current levels. 

 
• The Liability Self-Insurance budget shows an increase of $340,000 based on current 

estimates of increased settlements and premiums projected in FY 2008-09. 
 

• The Vehicle Maintenance Fund budget has increased by nearly $300,000 in FY 2008-
09.  This reflects the increased cost of fuel and the maintenance of City vehicles and 
$100,000 in capital outlay for the upgrade of the fuel vapor extraction equipment for the 
fueling system. 

 
• The Vehicle Replacement Fund budget varies from year to year depending on the 

vehicles to be replaced.  The estimated budget for the Fund is $133,000 more than the 
previous year, or a 15.0% increase.  A list of the requested vehicles can be found at the 
end of this document.  

 
• The Information Technology Fund shows an increase in the Department’s budget of 

approximately $1.6 million.  This increase is mainly due to increases in major capital 
outlay.  A list of planned major capital outlay requests can be found at the end of this 
document.   

  
The Redevelopment Agency budgets have increased by 5.3% or an estimated $100,000 from 
the previous year.   
 
 
SUMMARY 
 
This budget emphasizes maintenance and operation of the City’s current infrastructure.  No new 
programs or expanded levels of service are included in the budget, being conscious of the 
economic slowdown.  The 10 year financial forecast, while balanced, is reflecting less projected 
surpluses in each of the ten years than in previous years’ forecasts.  The City will need to 
monitor its revenues and expenditures closely to ensure we live within our means through these 
turbulent and uncertain economic times.  The 10 year financial forecast is a useful tool to 
manage our way through the economic uncertainty.   
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The City of Carlsbad has a diverse revenue base and is in a good economic position; however, 
Carlsbad is not immune to the economy.  The planning and foresight by the City Council and 
residents have provided a sound economic base for the City.  Fiscal conservatism, which has 
consistently been the city’s overall approach to managing its finances, will be even more 
important during this economic slowdown.     

The challenges for the future will also include transitioning from a developing City to a fully built 
City; it will be about managing costs while continuing to look for appropriate revenue streams 
sufficient to pay for the services desired by the citizens.  This year’s budget reflects the 
anticipated achievement of Council’s vision and goals for the City.  It allocates the available 
funding in a manner that proactively plans for the future. This plan will provide essential City 
services to all who live, work, and play in Carlsbad. 


























